
COMMONWEALTH OF KENTUCKY 

BEFORE T H E  PUBLIC S E R V I C E  COMMI.SSION 

* * * * 

I n  t h e  Matter of: 

AN ADJUSTMENT OF RATES OF DELTA ) CASE NO. 9059 0 
NATURAL GAS COMPANY, I N C .  1 

O R D E R  

IT IS ORDERED t h a t  Delta N a t u r a l  Gas Company, I n c . ,  

("Del ta")  s h a l l  f i l e  a n  o r i g i n a l  and  1 2  copies of t h e  f o l l o w i n g  

i n f o m a t i o n  w i t h  a copy t o  a l l  p a r t i e s  of record w i t h  t h i s  

Commission by September 28 ,  1984, or w i t h i n  1 week a f t e r  t h e  da te  

of t h i s  Order, w h i c h e v e r  is l a t e r .  Each copy of t h e  d a t a  

r e q u e s t e d  s h o u l d  be p l a c e d  i n  a bound volume w i t h  e a c h  i t e m  

tabbed. When a number of s h e e t a  arc required for a n  item, e a c h  

sheet s h o u l d  be appropr ia te ly  i n d e x e d ,  for  e x a m p l e ,  I t e m  l ( a ) ,  

S h e e t  2 of 6 .  I n c l u d e  w i t h  each r e s p o n s e  t h e  name of t h e  w i t n e s s  

who w i l l  be r e s p o n s i b l e  f o r  r e s p o n d i n g  t o  q u e s t i o n s  r e l a t i n g  t o  

t h e  i n f o r m a t i o n  p r o v i d e d .  C a r e f u l  a t t e n t i o n  s h o u l d  be g i v e n  to 

copied m a t e r i a l  t o  i n s u r e  t h a t  i t  is l e g i b l e .  Where i n f o r m a t i o n  

requested h e r e i n  h a s  been provided e l s e w h e r e  i n  t h i s  record ,  i n  

t h e  format requested h e r e i n ,  reference may be made t o  t h e  spec i f i c  

location of sa id  i n f o r m a t i o n  i n  responding  t o  t h i s  i n f o r m a t i o n  

request.  When s p p l i c a h l o ,  t h e  Anfo rms t ion  rroquentad h e r e i n  e h o u l d  

be provided for t o t a l  company o p e r a t i o n s  and  j u r i s d i c t i o n a l  

o p e r a t i o n s ,  separately. I f  n e i t h e r  the r e q u e s t e d  Jnfarmat ian  n o r  



a motion for an e x t e n s i o n  of time is f i l e d  by t h e  s t a t e d  d a t e ,  t h e  

case may be dismissed .  

ISSUE: RATE CASE EXPENSE 

1. P r o v i d e  a d e t a i l e d  a n a l y s i s  of a l l  a c c o u n t i n g ,  l e g a l ,  

c o n s u l t i n g ,  a n d  a d v e r t i s i n g  e x p e n s e s  i n c u r r e d  i n  a s s o c i a t i o n  w i t h  

t h i s  rate case. For e a c h  of t h e s e  f o u r  areas ,  t h e  a n a l y s i s  s h o u l d  

reflect  t h e  s p e c i f i c  s e r v i c e s  p r o v i d e d ,  a s  w e l l  a s  t h e  amount  of 

e x p e n s e  associated w i t h  e a c h  s e r v i c e .  Where appl icable ,  t h e  

a n a l y s i s  s h o u l d  i n d i c a t e  t h e  number of h o u r s  a n d  t h e  h o u r l y  fee 

c h a r g e d  f o r  a s p e c i f i c  s e r v i c e .  

I n  a d d i t i o n ,  provide t h e  amoun t s  of t h e s e  expenses  t h a t  

were i n c u r r e d  d u r i n g  t h e  tes t  period, c i t i n g  t h e  s p e c i f i c  a c c o u n t s  

w h e r e i n  s u c h  i t e m s  are  reported per t h e  test-period o p e r a t i n g  

s t a t  emen t . 
ISSUE: PROFESSIONAL SERVICES EXPENSE 

2. P r o v i d e  a n  e x p l a n a t i o n  of t h e  g e n e r a l  n a t u r e  of t h e  set- 

v i c e s  p r o v i d e d  by Hand a n d  Associates for which  Del ta  i n c u r r e d  

t e s t  p e r i o d  expenses of a p p r o x i m a t e l y  $20,156, as r e f l e c t e d  in the 

a n a l y s i s  of Accoun t  N o .  930 per Delta's response to  Item No. 2 5  of 

t h e  Commiss ion ' s  June 7 ,  1984 ,  i n f o r m a t i o n  request. 

3. P r o v i d e  a n  e x p l a n a t i o n  of t h e  s e r v i c e s  p r o v i d e d  by 

A r t h u r  Andemon  and Company in a s s o c i a t i o n  w i t h  the f o l l o w i n g  

i t e m s  w h i c h ,  a c c o r d i n g  to  t h e  r e s p o n s e  t o  Item N o .  26 of t h e  Com- 

m i s s i o n ' s  June 7 ,  1984, i n f o r m a t i o n  request ,  p e r t a i n  to r e g u l a t o r y  

and rate-making m a t t e r s :  
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B i l l i n g  No. 

109822 
109817 
108387 

Amount 

$1 ,900  
$ 2 , 7 0 0  
$2,800 

I n  a d d i t i o n ,  p r o v i d e  d e t a i l s  a s  to w h e t h e r  t h e s e  

e x p e n s e s  were i n c u r r e d  i n  association w i t h  Delta's current  r a t e  

case and were included i n  t h e  p r o p o s e d  a d j u s t m e n t  to rate case 

e x p e n s e  as r e f l e c t e d  per page 14  of 1 4  of t h e  response t o  Item No. 

1 6  o f  t h e  Commiss ion ' s  June  7, 1984 ,  i n f o r m a t i o n  r e q u e s t .  

I S S U E :  EMPLOYEE BENEFITS 

4 .  A c c o r d i n g  to  t h e  d i r ec t  t e s t i m o n y  of M r .  Glenn  Jennings, 

D e l t a  changed  t o  s e l f - i n s u r a n c e  for medical and h o s p i t a l i z a t i o n  

coverage i n  1982, w i t h  t h e  r e s u l t :  b e i n g  s u b s t a n t i a l l y  less cost 

t h a n  i n s u r a n c e  coverage  t h r o u g h  B ca t t ie r .  Provide complete  

d e t a i l s  r e g a r d i n g  t h e  bas i s  upon which  t h i s  c h a n g e  was e n a c t e d ,  

i n c l u d i n g  t h e  r e s u l t s  of any  s t u d i e s  c o n d u c t e d  w i t h  r e g a r d  to  t h e  

cost d i f f e r e n t i a l  be tween  s e l f - i n s u r a n c e  and i n s u r a n c e  t h r o u g h  a 

carrier. 

5 .  P r o v i d e  a n  e x p l a n a t i o n  of t h e  r e a s o n ( s )  t h a t  A c c o u n t  N o .  

9264--Medical Coverage i n c r e a s e d  by a n  amount  of $40,000 d u r i n g  

the test period, as evidenced on page 7 of 1 0  of D e l t a ' s  response 

to I t e m  No. 18 of t h e  Commission'e J u n e  7 ,  1984, i n f o r m a t i o n  

request.  

6 .  Provide  a n  a n a l y s i s  of Account  No. 9264--Medical Cover- 

age for t h e  test period and the previous 5 years. 

7 .  A c c o r d i n g  to D e l t a ' s  response to  Item No. 1 2  of t h e  

Attorney General ' s  f i r s t  i n f o r m a t i o n  r eques t ,  t h e  $ 7 6 , 0 0 0  i n c r e a s e  
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i n  t h e  t e s t - p e r i o d  pension e x p e n s e  r e s u l t e d  f r o m  a n  i n c r e a s e d  num- 

ber of employees p a r t i c i p a t i n g  in the p e n s i o n  plan, as w e l l  as 

h i g h e r  payrol l  costs. P r o v i d e  t h e  number of employees pa r t i c ipa t -  

i n g  i n  t h e  p e n s i o n  p l a n  a t  March 31, 1983, and  March 31, 1984. 

8. P r o v i d e  a d e s c r i p t i o n  of t h e  general terms, c o n d i t i o n s ,  

and p r o v i s i o n s  of Delta's pension p l a n .  

9 .  P r o v i d e  an analysis of Del ta ' s  p e n s i o n  e x p e n s e ,  A c c o u n t  

NO. 9262,  for t h e  tes t  period and  t h e  p r e c e d i n g  5 y e a r s .  

ISSUE: WAGES AND S A L A R I E S  EXPENSE 

1 0 .  With r e g a r d  t o  t h e  v a c a n t  p o s i t i o n s  for w h i c h  Delta h a s  

proposed a s a l a r y  e x p e n s e  a d j u s t m e n t  i n  t h e  amount  of $100,000 per 

t h e  r e s p o n s e  to  I t e m  No. 16 of t h e  Commiss ion ' s  J u n e  7 ,  1 9 8 4 ,  

in format ion  r e q u e s t ,  p r o v i d e  d e t a i l s  a s  to  w h e t h e r  a n y  of t h e s e  

p o s i t i o n s  h a v e  b e e n  newly  c r e a t e d  as  a result of Delta's p l a n n e d  

expenditures of $1 .5  m i l l i o n  to upgrade its system. 

11. With  r e g a r d  t o  t h e  a n n u a l i z a t i o n  of p a y r o l l  costs as 

r e f l e c t e d  o n  page 1 of 1 4  of t h e  response to  I t e m  No. 16 of t h e  

Commiss ion ' s  June  7, 1 9 8 4 ,  i n f o r m a t i o n  r e q u e s t ,  p r o v i d e  t h e  

f o l l o w i n g  information:  

a. The basis upon which  p a y r o l l  costs were a n n u a l i z e d  

a t  May 23, 1 9 8 4 r  i n s t e a d  of March 31, 1984.  

b. Workpapers i n  s u p p o r t  of t h e  a n n u a l i z e d  payroll cost 

ref lect ing  the calculation of t h e  $ 3 r 2 1 5 r 3 3 0  amount .  

C. The a n n u a l i z e d  p a y r o l l  costs a s  of March 31, 1984f 

as w e l l  a s  t h e  w o r k p a p e r s  r e f l e c t i n g  t h e  computations in support 

t h e r e o f .  
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12.  P r o v i d e  t h e  e f f e c t i v e  d a t e s  a s  w e l l  as t h e  percentage 

amounts  of a n y  p a y r o l l  i n c r e a s e s  g r a n t e d  d u r i n g  t h e  t e s t  period 

a c c o r d i n g  t o  employee  c l a s s i f i c a t i o n s ,  as w e l l  a s  a n y  post-test- 

period i n c r e a s e s  g r a n t e d  b e t w e e n  March 31, 1984 ,  a n d  J u l y  1, 1984.  

13. Sn Item N o .  32 of t h e  i n f o r m a t i o n  request d a t e d  

Augus t  1 7 ,  1 9 8 4 ,  t h e  Commission r e q u e s t e d  a c o m p a r a t i v e  a n a l y s i s  

o f  t h e  s a l a r i e s  and  c e r t a i n  b e n e f i t s  of s p e c i f i c  Delta e m p l o y e e s  

for t h e  tes t  period, a s  w e l l  a s  1 9 8 4 ,  1983, and  1982. I n  i t s  

r e s p o n s e ,  D e l t a  d i d  n o t  p r e s e n t  t h i s  i n f o r m a t i o n  a s  requested. 

Therefore, p r o v i d e  t h e  c o m p a r a t i v e  a n a l y s i s  of s a l a r i e s  a n d  bene-  

f i t s  as  i n d i c a t e d  per I t e m  N o .  32 of t h e  Commiss ion ' s  A u g u s t  17 ,  

1984,  i n f o r m a t i o n  request. 

1 4 .  P r o v i d e  a breakdown o f  t h e  f o l l o w i n g  t e s t - p e r i o d  per- 

s o n a l  e x p e n s e s  f rom p a g e  5 of 1 0  of D e l t a ' s  r e s p o n s e  t o  I t e m  No. 

18 of t h e  Commiss ion ' s  J u n e  7 ,  1 9 8 4 ,  i n f o r m a t i o n  r e q u e s t .  A t  a 

minimum t h i s  breakdown s h o u l d  i n c l u d e  t h e  d a t e ,  v e n d o r  , r e f e r e n c e  

( i . e .#  v o u c h e r  no.# e tc . ) ,  d o l l a r  amount and  d e s c r i p t i o n  o f  e a c h  

e x p e n d i t u r e .  I t e m s  of less t h a n  $100 i n  v a l u e  may be g r o u p e d  

w i t h i n  a common c l a s s i f i c a t i o n .  

Accoun t  No. D e s c r i p t i o n  Amount 

92121  P r e s i d e n t  and CEO $15 ,000  
92122 Off i c e r a  $ 3,000 
92123 O p e r a t i o n  and Con- 

s true t i o n  $18 ,000  
92125  A d m i n i s t r a t i o n  $ 3,000 

I S S U E 3  NORMALIZED REVENUE 

15. P r o v i d e  a de t a i l ed  a n a l y s i s  of t h e  source of the $61,821 

amount shown a s  m i s c e l l a n e o u s  o p e r a t i n g  r e v e n u e  o n  p a g e  9 of I t e m  

1 6  of t h e  r e s p o n s e  to  t h e  Commiss ion ' s  f i r s t  i n f o r m a t i o n  request. 
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16. Provide a billing analysis for the $328,949 amount shown 

as transportation revenue. 

17. Using  the billing units in the b i l l i n g  analysis for 

transportation revenue and the proposed transportation rates  pro- 

vide a calculation of the revenue that w i l l  be produced from these 

rates. 

Done at Frankfort, Kentucky, t h i s  24th day of September, 1984. 

PUBLIC SERVICE COMMISSION 

+ $! /#Lu29& 
F o r  t h e  Commission 

ATTEST: 

Secretary 


